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Tax Newsflash on Guangdong-Hong
Kong-Macau Greater Bay Area
Overview of customs opportunities and
challenges arising from innovations in
China (Guangdong) Pilot Free Trade

Zone

The Guangdong-Hong Kong-Macau
Greater Bay Area (GBA) aims to
facilitate trade between the
Guangdong Province of Mainland
China, the Hong Kong Special
Administrative Region (HKSAR) and
the Macau Special Administrative
Region (MCSAR), and with this aim
the relevant governments have
made numerous institutional
innovations to customs
administration in the China
(Guangdong) Pilot Free Trade Zone
("Guangdong FTZ"). This article
summarizes relevant guidance that
has been issued, innovations that
have been made and additional
reform measures that have been
introduced, along with some related
challenges and opportunities for
businesses.

Please find below
previous issues
of GBA series

Challenges and
opportunities in
investing and doing
businesses in
Greater Bay Area
from tax and
business
perspective

New Immigration
Scheme for
Technology Talent
Admission in the
Hong Kong Special
Administrative
Region Brings New
Opportunities and
Synergies

Background

The GBA covers a nine-city region (Dongguan, Foshan,
Guangzhou, Huizhou, Shenzhen, Zhaoging, Zhongshan,
Zhuhai and Jiangmen) in the Guangdong province, the
HKSAR and the MCSAR. In 2017, the GBA surpassed most
global bay areas in terms of land area, population and
airport passenger volume. Over the next decade, the GBA is
expected to become the world's largest bay area and

metropolitan areal.

The free mobility of goods, capital, people, technology and
information are the cornerstones of the establishment and
ultimate success of the GBA. The GBA implements the "one
country, two systems and three customs zones" policy and
thus requires mutual agreement between the Mainland China
governments and the special administrative regions.
Therefore, until reform is completed, the mobility of goods,
capital, people, etc. will be restricted in the GBA, which is


https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180601.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180601.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180601.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180601.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180601.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180601.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180601.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180601.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180802.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180802.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180802.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180802.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180802.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180802.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180802.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180802.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180802.pdf

the principal difference compared to the other global bay
areas.

To promote the free mobility of people and goods, the
governments of Guangdong Province, the HKSAR and the
MCSAR have made institutional innovations related to
customs administration, relying on the Closer Economic and
Partnership Arrangement (CEPA) and the Guangdong FTZ
agreement. These changes have facilitated trade among the
three regions, and the Guangdong FTZ has become a pioneer
experimental zone for promoting innovation in customs
administration.

Relevant guidance

Various pieces of guidance have been issued relating to the
Guangdong FTZ and the GBA:

¢ On 4 May 2018, the State Council released the Circular
on Issuing the Plan on Further Deepening Reform and
Opening-up in the China (Guangdong) Pilot Free Trade
Zone (Guo Fa [2018] No. 13)2, regarding the reform and
construction planning for the Guangdong FTZ.

e On 1 July 2018, the National Development and Reform
Commission (NDRC), the People's Government of
Guangdong province, the HKSAR and the MCSAR jointly
signed the Framework Agreement on Deepening
Guangdong-Hong Kong-Macao Cooperation in the
Development of the Bay Area3, which sets out the
objectives, principles and focus areas in building the
GBA, as well as the requirements in formulating the
related regulatory arrangements.

e On 14 August 2018, the government of the Guangdong
Province issued the Implementation Opinions on
Expanding the Institutional Innovations in the China
(Guangdong) Pilot Free Trade Zone (Yue Fu Ban [2018]
No. 34, the "Implementation Opinions™)*.

¢ On 23 November 2018, the State Council issued the
Notice on measures to support more reform and
innovation in the pilot free trade zone (Guo Fa [2018]
No. 38, the "Notice")®.

The Implementation Opinions and the Notice introduce a
series of reform measures for streamlining customs
clearance and inspections and present new opportunities and
challenges for businesses.

This article analyzes the key measures from a customs
administration perspective.

Key measures in the Implementation Opinions and
Notice

e Improve the enterprise credit data system, and
accelerate the development of an enterprise credit data
platform in the Guangdong FTZ by allowing governments
to access the credit data of enterprises and individuals



from the integrated government information exchange
system.

e Promote implementation of the categorized credit
management of enterprises by adopting four levels of
credit rating (i.e. A, B, C, D ratings), according to the
enterprise’s history relating to contributions, compliance
and any penalties.

¢ Establish a coordinated administrative approach among
government departments in granting incentives/imposing
“disincentives.”

Credit management has been enhanced as a result of
customs management reform. On 3 March 2018, the
Customs General Administration (GAC) released new
customs credit management measures for enterprises (GAC
Order No. 237)°, which revised the authorized enterprise (i.e.
authorized economic operator (AEO)) rules in China. Under
an AEO mutual recognition agreement, advanced authorized
enterprises are entitled to reciprocal customs clearance
benefits, including a lower inspection rate. Currently,
Mainland China has signed AEO mutual recognition
agreements with 34 jurisdictions. Enterprises should apply
for AEO recognition to fully enjoy the benefits of the customs
management reform.

e Accelerate the establishment of an "Internet + Customs™
data platform and develop online customs services
through a single website covering various customs
services.

o Establish a global declaration system to provide a “one-
stop” solution for international trade clearance and
multinational customs dispute resolution.

e Create an import-export commodity tracking system in
the Nansha New Area, based on the customs data
platform. This system will enable the collection of
information on commodities from production and trade
for circulation to consumers, and promote innovation in
product quality and a safety supervision model.

e Launch a "China International Trade Single Window"
website in the pilot FTZ and expand the functionality of
the website, such as by adding an airline and railway
manifest declaration function.

The establishment of an intelligent customs data platform
will provide convenient customs clearance services for
enterprises in the GBA. At the same time, however, the
enhanced level of customs supervision likely will increase the
pressure on companies to ensure that their import/export
declarations are accurate and complete. Guidance published
by the GAC in 2018 (Bulletin on Revised Customs Declaration
Form Reporting Requirements for the Import/Export of
Goods (Bulletin [2018] No. 60))’ sets increased reporting
requirements regarding the price affected by a "special
relationship” between the parties and royalty payments



relating to imported goods. Therefore, it is important for
companies to meet the compliance requirements in the
customs “big data” management environment.

Cross-border e-commerce operators can adopt the
"inventory before declaration™ model in the customs special
supervision area within the pilot FTZ (that is, count the
goodes first, and file the customs declaration form later).

This model should improve the accuracy of customs
declaration data, and make the internal management of
enterprises more coherent. Although the front-line customs
supervision may be less involved, the follow-up customs
inspection will be strengthened. It is important for
enterprises engaged in cross-border e-commerce business to
timely adjust and improve their internal control and
information technology systems to maintain accurate
compliance records.

¢ Simplify the Guangdong-Hong Kong-Macao customs
clearance procedures.

e Continue reforms in the Qianhai Shekou Area on rapid
cross-border clearance among the three regions.

e Allow ULD (Unit Load Device) build-up and cargo
handling services (which previously were provided in the
Hong Kong airport) in eligible special customs
supervision areas of Mainland China before relevant
goods is shipped to the Hong Kong airport, aiming to
form a quick path for air cargo exports through the Hong
Kong airport.

Enterprises may consider using quick-path clearance to
increase their air cargo export efficiency. In the meantime,
enterprises should enhance their internal management of
commodity coding and price and other declaration
information to ensure accuracy.

o Explore ways to build a Guangdong-Macao joint
inspection area and promote the innovation of a "one-
time inspection, one-time release" customs clearance
model in Hengqin port.

e For Zhuhai (Guangdong)-Macao travelers on the Hong
Kong-Zhuhai-Macao Bridge, optimize the customs
clearance model of "collaborated inspection and one-time
release"; for vehicles and freight traveling on the bridge,
optimize the customs clearance model of "one-way
inspection, information sharing, mutual recognition of
results,” to fully implement the "one-time inspection,
one-time release" method.



The measures relating to the Hong Kong-Zhuhai-Macao
Bridge will improve clearance efficiency between Guangdong
and Macao, and should promote the mobility of people and
goods between the two regions.

¢ Implement a classified supervision method for different
statuses of goods (e.g. bonded and non-bonded,
overseas and domestic).

e Expand the scope of implementation from logistics and
warehousing enterprises to eligible trading, production
and process enterprises.

o Allow free transhipment/consolidation/distribution of
different statuses of goods within the special customs
supervision area before they are transported to
international and domestic markets.

e Carry out testing, maintenance and remanufacturing of
certain products domestically and abroad on a pilot
basis. With controllable risks, carry out the
remanufacturing business for imported numerical control
machines, engineering equipment and communication
devices. Support the innovative customs supervision
model for the maintenance business for aviation and
foreign cruises and vessels.

e Support the bonded warehousing for artwork entering
and exiting between two special customs supervision
areas in the pilot FTZ, or between the special customs
supervision area and overseas.

e  Support the bonded warehousing of parallel imports of
automobiles in the qualifying pilot FTZ.

The regulatory reform of the customs special supervision
area is conducive to the development of enterprises'
business. In the meantime, the customs authorities will
strengthen their follow-up supervision to control risks; for
instance, customs can examine/audit bonded goods and the
operation status of enterprises within the area. Therefore,
enterprises should focus on improving their internal control
systems and maintaining their compliance records by means
of internal audits, self-inspection, etc.

Comments

Deloitte China has been monitoring the overall development
of the GBA and has been engaging in ongoing dialogues with
the governments, business associations and companies
within the area.

Deloitte China provides a full range of professional services
and supporting tools in relation to the GBA, with the aim of
helping governments improve the business environment and
offer investors diversified investment options, collaborative
solutions and innovative business models.



Deloitte China will conduct a series of marketing activities
and publications in relation to the GBA initiative. Connect us
through Deloitte China's WeChat, Facebook and our website

for more details.
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more details:

http://www.customs.gov.cn/customs/302249/302266/302269/1897372/index.html.
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